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TWO YEARS OF THE DAWES PLAN 


HE optimistic reports which have 
T been coming from Germany within 
the last six months have been amply con- 
firmed by the second annual report of 
Seymour Parker Gilbert, Agent General 
for Reparations, which shows that for 
the year ending August 31, 1926, Ger- 
many has paid in full the total annuity 
of 1,200,000,000 marks under the ex- 
perts’ plan. The report is significant not 
only because of its bearing upon the 
future of the Dawes Plan but also as an 
index to German economic conditions. 
The business readjustment which marked 
the winter of 1925-26 forced many enter- 
prises out of existence, but since that 
time there has been a steady recovery 
and, in Mr. Gilbert’s opinion, German in- 
dustry has become well adjusted to the 
new conditions. 

The chief payments made to foreign 
countries during the second annuity year 
were as follows: 

France, 611,877,000 marks, Great Britain, 227,- 
765,000; Italy, 87,310,000; Belgium, 125,877,000; 
Serbia, 43,827,000; United States, 33,949,000; 
Rumania, Japan, Portugal, Greece and Poland 
together, about 26,000,000. Of the total transfers 
during the year, only a little more than 35 per 
cent were made in foreign currencies, the re- 
mainder being paid in kind. France took more 
than 225,000,000 in coal, coke and lignite, nearly 
40,000,000 in chemical fertilizers, 19,000,000 in 
timber and 18,000,000 in agricultural products. 
The payments to the United States were made 
in dollar exchange. 

While on the whole the Agent Gen- 
eral’s report is encouraging, it hardly 
warrants unbounded optimism. One of 
the outstanding dangers to which it calls 
attention is the extraordinary capital ex- 
penditures made during the year both by 
private business and by the Government. 
“The Government itself is embarked on 
a program of capital expenditures far ex- 
ceeding anything that was in contem- 
plation a year ago.” Moreover the 


amount Germany will be required to pay 
under the experts’ plan will steadily in- 
crease for the next three years. The 
third German annuity will amount to 
1,500,000,000 marks; the fourth to 
1,750,000,000 marks; and the fifth to 
2,500,000,000 marks at which the an- 
nuities will be permanently fixed. The 
ability of Germany to meet the payments 
promptly in the second annuity year, 
despite the disturbed business condi- 
tions of the winter of 1925-26 is, how- 
ever, encouraging for the future of the 
plan. 
The Rise of the Franc 

The rise of the franc under Poincaré 
has been almost as rapid as its fall in 
July and its economic consequences are 
likely to be equally serious. The con- 
fidence inspired by the mere advent to 
office of M. Poincaré and the cabinet 
of national union has apparently been 
the greatest factor in its revival and has 
resulted in a balanced budget for the 
first time since the war. Indeed, M. Poin- 
caré has gone farther and has created 
an independent sinking fund. Repay- 
ment of the internal debt is provided for 
as a budget item and he has effected 
certain small foreign loans. These have 
all been factors in the revival of the 
franc, but they are only the beginning 
of a sound financial policy. 

The crux of the French financial 
problem is the need for stabilization. 
The fluctuation of the franc results in a 
recurrent distribution of property values, 
causing uncertainty and’confusion to the 
economic community. There are two 
courses open in order to achieve this de- 
sired stabilization: 

1. “Revalorization”—that is, to bring the franc 
back to a higher parity which increases the 
value of the rentiers’ claims but at the same 


time increases the burden of debt that the 
Government is forced to bear. Complete reva- 


4 

| 

} 

| 
rt} 


— a 


=—_——————————————————————— Page Two = 


lorization is, of course, impossible. Ta at- 

tempt to bring the franc back to its original 

parity of 19.3 would be for the French Gov- 
ernment to assume a debt as large as the na- 
tional wealth of France. 

2. “Stabilization” at somewhat near the present 
level. This. would mean that French bond- 
holders would have to face realistically the 
unpleasant prospect of permanent repudia- 
tion of a large part of their holdings. 

Either of these policies involves a se- 
vere economic strain with business de- 
pression and unemployment. This must 
be acepted as one of the costs of a re- 
turn to sound money. 

In the resulting unemployment French 
workers would be given preference; and 
the first to be dropped would be the im- 
migrants who went to France to take ad- 
vantage of the prosperous industrial con- 
ditions of the past few years. Of these, 
250,000 Italians alone would be ad- 
versely affected. Their sudden discharge 
might and probably would result in di- 
plomatic difficulties with the Italian gov- 


ernment. LEWIS WEBSTER JONES. 


Tacna-Arica to Bolivia? 
proposal for the settlement of the 

A Tacna-Arica dispute based on the 

purchase of the two provinces by Bolivia 

was put forward ‘by Secretary Kellogg 
on November 30, in a note addressed to 
the Chilean and Peruvian Governments. 

The Bolivian Government is reported to 

have accepted the proposal in full and 

the Chilean Government “in principle.” 

Peru, on December 6, asked Washing- 

ton what part self-determination of the 

inhabitants of the provinces would play 
in the suggested cession, giving no 
further hint of her answer. 

The proposal may be summarized as 
follows: 

1. All previous attempts at settlement having 
failed, Chile and Peru shall “cede in perpet- 
uity all right, title and interest” in Tacna 
and Arica, the cession to be made subject 
to appropriate guarantees for the protection 
of personal and property rights of all the 
inhabitants. of the provinces, regardless of 
nationality. 

2. Bolivia is to give adequate compensation for 
the cession, including public works, railways 
and improvements in the territory. 

8. As an international memorial to the valor of 
both Chile and Peru, a fitting monument is 
to be erected on the Morro headland of 
Arica, which is to be internationalized. 

4. Treaties of friendship, commerce, navigation, 
oie are to be arranged between Chile and 

eru. 

5. The provinces are to be perpetually demili- 
tarized. 

If Secretary Kellogg’s recommenda- 
tions are carried out, Bolivia will have 
her long-desired direct outlet to the sea 
and. one of the gravest friction points in 
the western hemisphere will be amelior- 
ated. On the other hand, it should be 
noted that the bulk of Bolivian ore—her 
chief export—is carried by a railway 
running through the heart of her mining 
district direct to the free port of Antofa- 
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gasta in Chile. Preferential freight rates 
make this an economical route. 

Furthermore, the provinces of Tacna 
and Arica are of no particular economic 
value and the interest of both Chile and 
Peru in their possession is largely one of 
“national honor.” M. S. W. 

Notes 

IPLOMATIC relations between 
China and the western powers were 
automatically severed by the resignation 
of the Peking ‘shadow cabinet” an- 
nounced on November 29. Their defec- 
tion alters the actual situation only so 
far as it admits supremacy in the north- 
ern government to rest with the military 

leaders, namely: 

Chang Tso-lin, Manchurian war-lord, chief in 
command of Peking since April, 1926; Chang 
Tsung-chang, Shantung, his favored lieutenant; 
Sun Chuan-fang, ruler of the Central Provinces, 
headquarters at Nanking; Yen Hai-shan, ‘mode! 
governor” of Shansi, known for his independence 
of Peking politics;Wu Pei-fu, former Chihli 
leader, is reduced in resources and territory, 


and apparently has been repudiated by his old 
allies. 


The latest accession to Southern com- 
mand is Foochow, capital of Fukien 
province. Rumor is recently confirmed 
that Feng Yu-hsiang, “Christian gen- 
eral,” has joined the Kuomintang party. 
Transfer of government headquarters 
from Canton to Wuchang on December 
5 is designed to consolidate military vic- 
tories and extend the influence of Kuo- 
mintang principles.* 

It is not announced to whom the new 
British: Minister to China, Miles Lamp- 
son, who succeeds Sir Ronald Macleay, 
will present his credentials. Hiis emphatic 
statement in Shanghai on December 3, 
that Great Britain will not intervene is 
accepted as representing not only Down- 
ing Street but the western powers in gen- 
eral. Simultaneously, foreign gun-boats 
were ordered to stand by at. Hankow in 
the event of anti-foreign demonstrations 
expected to accompany a general strike 
on December 4. Appointment of a Kuo- 
mintang government Council of Arbitra- 
tion averted the strike. 


Twice within the past week has 
Downing Street been gratified by the 
receipt of overseas news auguring an at- 
tenuation of anti-British agitation. In 
India the Swarajist party of non-cooper- 
ation received a setback in the elections, 
which reduced its representation in the 
Legislative Assembly by more than one- 
fifth. In South Africa the leader of the 
Transvaal Nationalists has declared: 
“The form of independence we have re- 
ceived is as satisfactory from the nation- 
alist viewpoint as the independence we 
have always urged, and superior in 
some respects. From a constitutional 
viewpoint there seems no possibility of 
further friction in South African affairs.” 


ed - 
*News Bulletin, Vol. V, No. 52, November 5, 1926. 
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